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Local iobs mav 
supply is curbed 
LAST Wednesday's article ("Firms feel 
impact of foreign worker crunch"), 
highlighting the impact of measures to 
make it costlier to hire foreign workers, 
stated that multinational companies 
(MNCs) would probably shrink their 
Singapore operations over the next few 
years, resulting in fewer jobs for Singapo- 
reans. We should take this prospect 
seriously. 
An economic relationship, Okun's 
Law, named after US economist Arthur 
Okun, shows that an economy must 
achieve a minimum rate of gross 
domestic product (GDP) growth to keep 
the unemployment rate from rising. 
Based on estimation using Singapore 
data for the period 1984 to 2003, this 
minimum GDP growth rate is 6 per cent. 
In our focus to raise foreign worker 
levies too severely, we may cause a 
contraction of MNC operations that 
would cause a GDP growth slowdown, 
which would, in turn, raise the resident 
unemployment rate. 
This is all the more worrying because 
there are probably limits to shifting 
comparative advantage within the manu- 
facturing sector itself. 
Garments, textiles, simple electronics 
and other unskilled labour -intensive 
industries have long ago moved out their 
operations from Singapore. 
. Based on the experiences of other 
developed economies, the manufacturing 
sector shrinks while the services sector, 
already large, tends to grow even larger. 
The scope for mechanisation and auto- 
mation are probably more limited within 
the services sector even though comput- 
ers do replace many routine tasks. 
Activities within the services sector 
that require interpersonal interactions 
and face-to-face contact cannot easily 
be automated so we need warm human 
bodies to provide services. 
Economic incentives to upgrade skills 
and automate to raise labour productivi- 
ty should proceed hand-in-hand with, 
rather than substitute 'for, a generally 
open policy towards foreign workers. 
- 
Our investment in physical infrastruc- 
ture must also proceed in tandem with in- 
vestments in building social cohesion 
within a more heterogeneous population. 
Professor Hoon Hian Teck 
S c M  of Economics 
Singapore Management University 
Bad times won't 
stop them 
fkom growing 
I AGREE with Prime Minister Lee Hsien 
Loong that Singapore must remain com- 
petitive ("PM Lee highlights two lessons 
for Singapore"; yesterday). 
The disruptive fissures between union 
and employer reflected in the grounding 
of planes of Australian airline Qantas over 
the weekend, and between the Greeks and 
their government, underscore how vulner- 
able Singapore can be and how important 
it is for our companies, unions and 
Government to continue to work closely 
together. 
However, I beg to differ with Mr Lee's 
warning that curbing the supply of foreign 
workers may mean slower growth. 
While there will be pain, we may not 
necessarily suffer from lost business op- 
portunities and slower growth. 
I would urge the Government to look at 
how we can achieve the same growth with 
a different approach. 
I have largely worked in multinational 
companies (MNCs) and Fortune 500 firms 
and survived several financial crises. 
When a crisis struck, we went through 
a hiring freeze for several years. 
Yet, my boss at one MNC typically 
expected us to continue delivering 
double-digit growth because that is what 
the shareholders demanded. 
He would not accept a lack of manpow- 
er as a reason we could not grow because 
of a recession. 
His blunt message was that he knew 
there was a recession and a freeze on 
hiring, but we were paid to figure out how 
to grow the business in good times and 
bad, and the bad times were when we 
were expected to prove our worth. 
His clincher served an undisguised 
warning: If we could not do the job and 
grow the company, he would hire some- 
one else who could. 
So my MNC continued achieving 
double-digit growth in all our markets, re- 
cession after recession. 
Singapore has been through hard times 
before. But we are a unique country with a 
unique breed of people and we have prov- 
en time and again that we can unite and 
pull together in hard times. 
The Government must lead the way 
and show that we can continue to achieve 
the same rate of growth, notwithstanding 
the challenges. That is what it is paid for, 
and what citizens expect. 
Patrick Tan 
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